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(a) Industrial development planning in PDRY is wndertaken in acoordance
with the broad-based natinonal socio-economic objectives, through its Iive

Year Development Plans, aiming +*ransformation of one time esrvioe ecConomy

to a productive one for amaliorating the conditions of reople, The r espon-
9ibility of 1initiating industrial projects is mainiy shouldered by the
Ministry of Industry in oonjunction with other Ministries such as Agrioul tural,

Congtruc*ion etc, The 1deas are formulated on 4+he basis ofy

i) Consumption requirements i,e, flour, bread, beveriges etc,
ii) Utilisation of agrioultural and mireral and other resources,
i,e, textiles, Toma%c I'agte e%o,
1i1) Analysis of imports justifying import substitution i,e,

re-inforcing mild steel bars eto,

iv) Analysis of export potential

In some cases general surveys oarried out by IDCAS or bilateral
dialogues have lead 40 ini*iation of projects, similarly in the past four
Years UNIDO Industrial Advisory Unit have asgsigted the Minis*ry in ¢hie
matter,

(b) The Go srnment of I'DRY 'n thel. Ministry of Indur ry and Minie4ry of
I'lanning are 4he substantive institutions concerned with industrial development,
Inetitutions 1ike Industrinl Developmen+ Bank, Induotrial Centres have yet
to emerge, The legislation all ows establ iohment of ‘ndustrial undertaking
by foreign investorn and iocal entre,rensurs, !lowevor, the emphasis of the
centrally pianned economy «f *he Re,ublic 1a on stapning ap of *he public

jector, lNone--the-less private entrapreneurs have a shara of over 30/ in the
Indugtrial production,

Initiation of projects is mainly done by 4he Ministry of Industry,
As regards implementation, the Ministry of Industry in addition 4o executing
the projocts themselves also avail of aseistance of machinery and plant
suppliers through direct, bilateral or mul+ilateral arrangements, Evaluation
of pre~investment stuiies is alsoc done by the Ministry, This reapongibility
in certain cases has been entrusted o UNIDU ao woll, Gimilarly some studies

have been carried ocut under +he aegis of Arab Fund or Kuwait Fund at the
ingtance of the Government of PDRY,




(c) The rajor difficulties confrc ited in generating an effective system
of project formulation, project avalua*ion and project 1mplementation are

enumerated as under :-~

(1) Lack of infras*truc‘ure in general
(2) Absence of ingtitutions such as consw tancy services,
Industrial Development Bank, Industrial Development Centres etc,

(3) Inadequate manpower in the entire hierarchy 1,e,

1) Planners / technocrats *o conceive needs and appropriateness

for general opportunity studies, pre~feasibilities studies,

i1) Top Executives (General Manager) and second level supervisor

needed for pushing forward projects with initiative and drive,
iii) Technocrats / Technicians for operating the plants,

iv) Skilled manpower,

(4) Lack of adequate data needed for systematic analysis and planning,
(5) Absence of marketing expertise capable of conducting market
surveys for assessing domestic needs and export potentialities,
(6) Unilateral focus of attention of financers or machinery suppliers
restrioting the ascope of supplies, The financers are m ve concerned on economic
profitability rather +hwi with congumers! interest whereas machninery suppliers

tend to pre;are projects with pre-de+ermined angle of such supplies,

(7)  In %he pas* projects emerging und~r bilateral s rangsments were
implemented mostly under the Aid g1ving Agency wi‘nou* much of an elabarate
feasibility study and evalua*ioun of offers for rlant and machinery carried
out in-depth, This 1s uwnderstandabl e as the Jonor country is the sole agency

for effacting such supplies resulting in only narrow range of auch supplies,

A flow chart showing inter relationghip between various governme-
ntal agencies and decision making process i1s placed at iLxhibit A,
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PART I

Of the feasibi®itv studies under consideratia. in the ocowmntry,
the study on olay brick making plant Les boen selected as a cane study,
s brief history of vhioh i3 r~ follovaj-

A study towards %15 ccop»y cad foasibility of establishment of a
brick plant was oondu:tcd in 1y74 vy 3 (NIDO Expert, He recommended;

(a) a plant of 15 million wmi%n o” ™ioks, (b) the location of plant in

the 1st Governorats, 710 projes’s lookir; nttrcotive the Miniatry of Industry

oontacted maohinery ewpplic-~, A fo~cign rupplier arrived at ooat of a
wit (brick) at 80 filu which :-»3 high when oompared to a oement biook,
Presh investigationoc we™ iresd for 30 million urite capsoity plant
inview of ;-
(a) high ooot of prodvotion;
(») domend projections rnde earlier overlooked the
ragrirenints cf 3toron, koidzen & onnals;
(¢) improvonanis hn'3 nrinod taken place in the transport
snd coTmioaticn nat-work which hither-tc was a
bottloneck in hnulngd of raw materials % finished produot,
Tho oos? of raamecrtaticrin vary irsignifioant, a fil per
wnit cf brick;
(d) the plani earlier oc.templated for msscing the requirements
of 1et r~varr <’ oaly ocould now ca‘er for 2nd and 3rd

governoratas ns wall,

At the same tima thn r'viy ~irrl al "Tinging dovm the price per wnit Wy
possible changs of proccna redvdinsg oil oconmurption end with operational
efficiency, The diffisrllicra encumt+red in connection with the study
in question are enu;eratsd ™lcwi-

MABKET AND PLANT CAPACT\Y

High grodo olsy “riols ~=3 no”" preavntly bteing manufactured in
PDRY at a factory scale, Only 1o rreie hrickn are besing made in a small
faotory, The question of anreneing ~xisting size and capwcities of the
industry doces not, tror-~for,, arirq,




A8 regards demand, the annual oounsurption was estimated at
53 - 62 million bricks, In view of the large area of the ocuntry, more
than one plant have to be installed in rejation to uources of raw materials
oonsumption oentres and other ecocnomic factc=3, ' ocounle of strdies oarried
out have identified ocapacity of the first plent of various levels but the
final oapacity could not be firmed up till rooently on ascount of lack of
suffioient data, fast ohanging pattern of transport and conmuniocation network
eto, Plant capacity has, however, now baen dotermined at 30 million brioks
per annum,

SALES AND MARKETING

The s%udies carried out have no4 gone intc the area of sales and
marketing of brioks, Alth™ugh in a centrally plenned economy bulk of demand
emerges from publio sector s,urces suoh as ifinistry of Construotion and
no elaborate sales organisation are needed, yet the suject morited disoussion
and coverage for portion of supplies to be directol to the opan market for
private sector needs,

TECHNOLOGY AND PROCESSES

In this area a gocd deal of problem w~s oonfronted, The oonsultants
developed studies on ocostly utilities #nd proonsses reoulting in high oost
of produwtion, It was on indirect preccurs for the Ministry arphasising
towards riyduced ocost of produotion that tae oonsuliants suggasted alizrnato
use of oheaper fuel oil i,e, heavy fvel oil iuu.ced i diosal oil, So also
methodology -f reduotion in water oonsurption was arvivad et, Tha eavinen
as a result of fuel oil amounted to, 155 millior YD (from 230 rillioa YD to
125 million YD) and of water consumption at ,125 millien YD (froa 415
million YD to ,291 million YD),

CIVIL ENGINEERING WORKS

The si%e of building oosts ocmputed worc vnrealistic and on high
side, Sorutiny by Ministry revealed that tha oits cnd building ooculd bo

possibly brought down Wy ,740 million YD i,e, nearly 50% of the total
estimated coat,




PRODUCTION CUS54

ol owWing from earlier fao% re the produotion :0a+ has been varying
widely, Whereas in *he wnitial atudy tho consultant / suppliers arrived at
oosts leading o fixation of a seiiing prine a* 80 fils per briok, they

worked out the production wos*s on four different basis i,e,

{(a) with depreciation and intersst,
(b} wi*h interes4 without Aepreciation,
(c) with depreciation without intsres*,

(d) withou* deprecintion wirhout interest ,

fixing selling price at 4U fils per brick, These models are placed a%
Exhibit B, Obviously thoy lef4 tho fiald wide open leading *o diffioulties
in decioion making, In ultimate abalysis the Minis*ry, in oonsul4ation

with oonsul 4ants, worked out* revised )roduc+ion cos+ on the basis of ;-

i) 30 million Wrinko capacity
i1) Revised coat of utilities
i1i) Revised nost of site and building

1v) PRevieed dejreciati m ajan

The updated study now ,ormi-s a sui%able selling price of 32 fils

per brick with following teatures,

Internal Have 0. Heturn = 134 %

Breakeven point - 49,0 of capacity

(withou* intereat & depreciation)

Breakeven point = 83] of capacity

(with in4erest & danreciation)

’ART II1
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ine following recommendations are offered for strengthening the

capabilities in the preparation of feasibility studies,

i




1) 3treamlining of ccllection, compilation and re+rieval of data in

respect of all importan* secterns of economy;

2) Develoning crr *anc_\} com,.etance of the Department of Investment
and construction of Ministry of Industry for undertaking preparation of
techno-<economic feasibtili*y studies particularly by way of training of
nationals in the following fields ;-

(a) &Economic and Financial Analysis,

(b) Mechanical Enmneering including o;-ectxon,

(¢) civil ingineering including construction,

(d) Project Appraisal, and
provision for technical help to be made available 0 the Ministry of Industry
on emergency basis fnr 6btainme, consul tants services in the specific field of

study, for a short pericd assignuent, say one month or so,

3) Making the exis*ing Chamber of Commerce and Iadustry an effective
organ in projecting views of Trade and Industry enabling brainstorming of
leaders in all sectors concerned in conceiving new needs, sharing experience
and knowledge;

4) Exchange of information with other developing countries on project

planning processes followod by *hem;

5) Developing expertisa in macketing techniques for conduct of market
surveys (industrial survey, consumer surveys and 4rade surveys oto,)
enadling iden%ification of ssope for expansion and or oreation of -iew

capacities for domestic and export markets,

PART IV

A brief study was conducted un the possibilities of establishing
@ ocan manufacturing plant by IDCAS almost in a Project Profile form, This
study leaves much to be desired both technically and economically, This
18 an area where a detailed feasibility study needs +o be carried out,
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A techno—economic study was prepared by a UNIDO expert in 1976,
envisaging the setting wp of a knitwear plait with an annual capacity of
848,000 dozen pieces of hosiery goods, 470,000 meters of kni;ﬁiod fabrios
and 500,000 meters of towsl cloth, The author, interalia, recommended
simul taneous oreation of capacity for the manufacture of major raw material
vis, cotton yarn to be used by the proposed knitwear plant, The snalysis,
however, revealed that there was a descrepancy between the projected output
levels of the knitwear plant and the aotual oonsumption,

The following basio issues meriV re-examination and updating of the
study;-
(s) Assesment of oonsumption of knitwear produwots,
rressnt and future;
(b) Export potential of any of the products in neighbouring
countries;

(0) Determination of an appropriate plant capacity in the
light of (a) & (b) avove,
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FLOW CHARL SHOWING INAER-RELALIONSHIP BE-WEsN VARIOUS
GOVERNMENAAL AGENCIES AND DRCTGION MAY TNG PROCKSS  IN

P,D.R Y,

(*) cConceiving idea & Minis%ries o [ndustry
initiation Agri, “oas’, others

'
i

(*) Opportunity study/ Minist.,y <€ [ndustry
Pre~-feasibility study

() PFeasioility study Ministry of Industry

(#) Evaluatinon Ministry of Industry

(*) Decision making Ministry of P'lanning
and funding

(*) preparation of Minietry of Industry
Tender Dooument ,

(*) tvaluation of Ministry of Industry
offers

(*) selection of Ministry of Industry
suppliers

(*) Prinalisation of Ministry of Indusiry
contract

(*) Implementation Ministry of Industry

Notej;~ In Ministry of Industry all jobs given above are 1ooked after
by Depariment of Investment and Conatruction,




[ XHIBIT
FRODUCLION  CGGa  MODELS
(ioa i LLING PRICE OF 40 FILS PER PIaC)
MOTELS MODEL A MODEL B MODLL € MODEL D
YEARGS With Depreciation With Interest wi.hout  With Depreciation d1thout Interas+
Interest Depreciation without Interest without wepreci-
ation
Cost (fils] Profit .. |Cost (filg) Profi* . |Cos+ (fils) Profit . |Cost (fils)trofi#
1, 52,9 None 39,1 2,19 37,5 6,28 23,1 40,66
2, 20,7 None 37,0 11,97 36,9 12,20 23,1 44,955
3, 49,8 None 36,0 18,27 7.5 14,99 23,7 4€ 3
4, 48,9 None 35,2 24,03 38,2 17,59 24,4 47,29
5 48,1 1,0 34,4 29,29 38,y 19,99 25,1 48,28
6. 46,3 9,21 33,7 34,07 18,7 04, 29 26,0 49,15
Te 45,17 14,74 33,0 38,41 39,5 6, 22 26,9 49,87
8, 45,2 19,78 32,5 42,33 40,5 27,98 27,8 50,53
9 44,7 24,317 32,0 45,85 41,6 P9, 58 28,9 51,05
44,3 28,53 3,1 48,98 42,8 31,01 30,1 51,46









